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Alexandria Spot Market Cotton Prices * - August 1 1 








Ashmo' Karnak 
Fully Good 76.60 80.30 
Good to Fully Good 74.60 15630 00 
Good 71.60 70.30 OO 
under O) 
Daily transactions averaged xmmby 100 bales during > 
the past week. e 
Export Tax he 
N 
Long Staple 6.90 par 
All Others hel5 ig 
Exchange Rate 
; N 
IMF - 1 Egyptian Pound equals $2.87 eet 
Current Week's Discount a 
30% 
* Figures are given in talleries; 1 tallerie equals LE.-.20 
or $.575 (IMF rate) 
For the Bonsul General: 
Dirk Gleysteen 
cc/ Cairo Amprican Vice Consul 
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Imports of Egyptian Cotton into West Germany durin: - of OF 
Outlook for Current Cotton Year 


Iinports of Epyptian cotton into West Germany alinost doubled during 1 
colton year 1958/59 1/ by compurison with the preceding sear. Trey rose 
from 8,700 metric tons in 1957/58 to 15,200 metric tons in aes 59 and, 
during that year, were also higher than they were duriny (12,800 
metric tons), the year which set the postwar record for cmt West German 


cotton imports. 


The increase in 1958/59 resulted from the low prices ror Egyptian 
colton which were obtained either by "switch" transactions through third 
countries 2/; with discounts of between 28% and 40% under the official 
Sgyptian prices, or by snecial deals between West Gemian e:qiorters or ex- 
porting industries and the United arab Republic (UAR), which made it 
possible to grant similar discounts on purchases of Egyptian cotton by 
West German importers. These special deals were not "barter" deals in the 
strict sense of the word, since the German exporters did not acquire title 
Lo Egyptian cotton and did not sell it for their own account, but merely 
handled the payment side of single transactions directly concluded between 
West German importers and shippers in Egypt 7. The sive of these trarns-— 
actions was considerable. A competent source in Bremen stated that to its 


1/ August 1 through July 31. 


2/ Bremen's D-46, November 14, 1958, "Conclusion of Barter Deal for 





Egyptian Cotton Against West German Machinery and Fertilizer Still Uncertain". 


3/ Bremen's D=60, January 2, 1959, page 7; D-106, Murch 31, 1959, pare 7 
(Quarterly Cotton Reports). 
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lnowledge, they amounted to about DM Y 20-75 million. These deuls were 


re) 


curried out between the last quarter of 1958 and June 145) when the value 


of all Egyptian cotton imported into West Germany aiwuitca to Dh A’. milliv 


Foliowiug talks with an op ptian Deleration in bom, at the end ef apr 

nerobintions iave been curried on between a proup of West Geran cotton 
orchants, exporters, exporting industries, and banks, for the establistun 
of a system for clearing the payment for purchases of Lgeyptian cotton with 
v.ounLS accruing to the exporting industries from their sales of industrial 
‘oods to the UA Bh Reportedly, these nefotiations lave led to no conclu 
ao far. According to a leading cotton merchant in Brenen, who participated 
in these negotiutions, a major problem has been the endeavor on the part of 
Lie exporting industries to make arrangements involvin,;; a total of about 
DN 300 million, an amount which cannot possibly be envisaged 11 commectioii 
with imports of Egyptian cotton. (The merchant in question mentioned a total 
of DE 100 million as the maximum figure which could be considered. ) 


Reportedly, it has become very doubtful recently wiether these jlanus ca: 
Le realized at ull. On September 1, 1959, the UAR Govermment issued a number 
of repulations designed to reorganize the exports of Egyptian cotton with a 
view to earning more Western currency. among other things, these regulations 
prohibit the conclusion of new barter deals. While several dealers in Bremen 
e:pressed doubt as to whether the UAR Government will adhere to this measure 
in the long run, there is no basis, at least for the moment, to continue 
nefotiations for the organization of a West German private clearing syste:n. 

The recent regulations applying to exports of sgyptian cotton also are 
designed to eliminate the basis for "switch" transactions through third 
countries, especially those based on re-exports by East Bloc countries, and 
Yugoslavia, to Western countries. Again, doubts have been expressed by 
dealers in Bremen that these measures will be fully successful. End-use 
certificates have been required by Egypt in the past, but several sources 
stated that it was unlikely that East Bloc countries could be prevented 
thereby from re-exporting Egyptian cotton, if they so desired. However, 
up to the time of writing, the new regulations have prevented lyyptian 
cotton from being offered under "switch transactions" in West Gemuany. 
The firm of Coutinho, Caro & Co., of Hamburg, which, until recently, 
handled the payments for Egyptian cotton under most of the special deals 
involving the export of West German industrial poods to Egypt, also ceased 
offering such transactions to cotton importers, although it stated that it 
right be able to resume these operations in the near future. If this should 


i/ One DM equals $0.238; one dollar equals DM 4.20. 

2/ Bremen's D-149, June 30, 1959, “Kgyptian Attempts tv Increase Direct 
bales of Cotton to West Germany May Itesult in ivew Private Clearing of ray- 
ents in West Germany". 
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be the case, cotton merchants here believe such transactions wili concern 
only the winding uj) of agreements which were concluded before Se tember I, 


} Prt cy 
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at present, the only offers for kgyptian cotton available in the West 
ierma, market are those based on the official Egyptian price, less u discoiuit, 
for payment in freely convertible currencies. The rate of discount is now 
“ixed in Egypt every weel.. At present, it amounts to 22); of the official 
Egyptian prices. According to dealers in Bremen, this is not sufficient to 
wake Egyptian cotton attractive. The resultant price reportedly is betwee: 
‘ «uid 10, above prices for comparable Sudanese or Peruviun cottqu. 


As to the probable size of West German imports of Egyptian cotton duriny: 
ite current cotton year, all sources in Bremen state it is impossible at the 
oment to make any predictions. The size of future imports wi]l depend upon 
he following developments: (1) the export price policy of the UA Governance; 
(:’) the reappearance of offers for Egyptian cotton under "switch transactions" 
Livough third countries; (3) the attitude which the U4AR will take in the 
fulure toward barter deals or similar deals which would make possible u re- 
duction in the price of Egyptian cotton to a point below the official price 
less the official discount rate, if the latter should not be sufficient to 
wike prices for Egyptian cotton attractive. 

as regards the official price policy of the UAR Goverment, sources it: 
lirenien state that while it has been declared that the discount rate for sales 
avainst convertible currency would be adapted to world market prices, this 
has nol been the case so far. Dealers in Bremen state that when the new 
export regulations for kgyptian cotton were issued, the former official dis- 
count rate was reduced from 29 to 23%. This reduction of the discount 
offset approximately the reduction in price brought about by a lifting of the 
export tax on all Egyptian growths excepting Ashmouni. During the last weeks, 
the official discount rate was reduced from 23% to 22.5%, and later to 22%. 

As stated above, this is riot enough to make Egyptian cotton competitive in 
the West German market. 


iteportedly, no purchases have been made so far at tiis price level. 
west German importers and mills follow a wait-and-see attitude in regard to 
Egyptian cotton. Those mills which use Egyptian cotton, reportedly have 
covered their requirements through December 1959, and later, by contracts 
concluded before September 1, 1959. Competent sources state that the 
aquantities of Egyptian cotton needed by West German spinners, which cannot 
be replaced either by Sudanese or Peruvian cotton, are relatively small. 


A Sere eee eo 
Harrison Lewis 
American Consul General 
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